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frica has been on a fast growth 
course since early 2000 due to at 
least four major factors, besides A
rising commodity prices underwriting its 
success. These impressive developments 
over the past decade and a half have 
propelled the creation of an emerging 
middleclass of consumers with growing 
discretionary income to spend. By 2020, the 
consumer market in the continent is 
expected to be worth USD1 trillion, mostly 
driven by demand for technology-based 
goods like smart phones, household 
appliances, and cars. The South African 
electronics market alone is expected to be 
worth around USD13 billion by 2016.
Intra-African investments have also been 
especially impressive, growing at 33 percent 
compound rate. Again, South Africa has 
been at the forefront of growth in intra-
Africa trade as well as broader emerging 
market investments. Kenya and Nigeria 
have also invested heavily throughout other 
African economies, but it is expected that 
other nations, such as Angola, with more 
than USD$5 billion in its sovereign wealth 
fund,  will  become an increasingly 
prominent investor across the continent 
over the next few years.
Despite the financial crises that started in 
the United States in 2007 and swept the 
globe, Foreign Direct Investments (FDIs) are 
steadily returning to Africa. Since 2007, 
inflows of FDI, mainly from the West, but 
also from countries such as China, India, 
and Brazil, have reached at least USD45 
billion annually, compared to less than 
USD10 billion during Africa’s lost decades, 
between 1980-2000. And despite the impact 
of the ongoing economic slowdown in some 
advanced economies, the size of the African 
economy has more than tripled since 2000. 
Henceforth, a number of African nations are 
predicted to remain among the fastest 
growing economies in the world for the 
foreseeable future.
As a continent, Africa is the 10th largest 
economy in the world. Its thriving consumer 
market is worth almost a trillion dollars a 
year, and while multinational companies 
Capital in-flow 
The Economist magazine’s Economic 
Intelligence Unit found in late 2012 that 
only about three out of 10 money managers 
were planning to invest in Africa. Now, only 
three years later, eight out of ten have plans 
to do so within the next few years. David 
Rubenstein, co-founder of the USD194 
billion Carlyle Group, and equity giant TPG 
Capital's David Bonderman, have been very 
sanguine about investing in Africa. And they 
are not alone, as investors from all over the 
world, are becoming increasingly ambitious 
to invest in the continent. 
At one time, international investors and 
multinational corporations treated Africa 
as a mere trading post, for extraction of 
precious metals,  minerals,  natural  
resources and the shipment of goods to the 
continent’s large coastal cities. But 
nowadays, big profits from small deals are 
common with private equity firms focused 
on Africa. It is not unusual to find 
investments of USD100 million or less, often 
even less than USD10 million, into 
companies that deal in a range of products 
from cellphones, yogurt, to banking.  Large 
or small, capital is finding its way into 
Africa, and providing great returns on 
investments. The investment landscape is so 
ripe that even smaller investments can 
mean big profits, with average annualized 
returns of about 11.2 percent for the 10-year 
period ending 2013, according to a study by 
London’s African Private Equity and 
Venture Capital Association (AVCA) and 
Boston’s Cambridge Associates. Needless to 
say, such levels of returns are much better 
than venture capital investments in the 
United States, and roughly in line with 
emerging markets private equity and 
venture capital indexes over the same 
period.
In addition, this new trend of investment 
diversification from commodities and 
mineral resources is very significant, a 
catalyst for Africa’s continuous and robust 
growth into the future. In the past few years, 
Africa has seen the increase of new 
investments in non-resource-based sectors 
such as tourism, manufacturing, financial 
Growing consumerism 
struggle to tap into it, for the first time, the 
Sub-Saharan Africa region is becoming the 
most attractive emerging market for 
investors, according to a 2013 survey by the 
E m e r g i n g  M a r k e t s  P r i v a t e  E q u i t y  
Association. The group contended that 
investments in the region are growing at a 
steady pace. Capital committed to Africa-
focused funds increased to as much as 20 
percent, from USD 648 million to USD 779 
million in the first three quarters of 2013.
Large or small, capital is finding its way into Africa, and providing great returns on investments.
Africa is the Last Region of Sizeable 
Untapped Growth 
According to McKinsey 
Global Institute, the growth in 
consumer-related sectors will 
be driven by the rising rates 
of urbanization, with 40 
percent of Africans living in 
urban cities, a rate higher 
than in India and close to 
China’s levels. Also, the 
number of households with 
disposable income is 
expected to rise by 50 
percent in the next 10 years. 
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s e r v i c e s ,  t e l e c o m m u n i c a t i o n s  a n d  
construction. The consumer-related 
sectors, in particular, have been offering 
great opportunities; and they have been 
growing two to three times faster than those 
in advanced economies. 
Africa is the fastest growing mobile 
phone market in the world with rate of 
penetration rising from less than two 
percent in 2000 to more than 60 percent in 
2011. Samsung, the South Korean consumer 
electronics giant, is benefiting greatly from 
such upward trends,  since mobile  
connections in Africa have been projected to 
grow at an annual rate of at least 21 percent 
through 2016. The company decided to not 
only invest in the continent but also stay and 
adapt to its challenges and take advantage 
of the opportunities. As a result, Samsung 
now is experiencing double-digit growth, 
with a set goal of USD10 billion in African 
sales and a commitment to train ten 
t h o u s a n d  A f r i c a n  e n g i n e e r s  a n d  
technicians by the end of this year in order 
to develop the competencies required for 
their continuing success.
S a m s u n g  i s  n o t  a l o n e .  C h i n e s e  
telecommunication and equipment 
suppliers Huawei and ZTW both have a 
presence in more than 50 African countries 
and generate more than 10 percent of their 
g o v e r n m e n t s  i m p l e m e n t a t i o n  o f  
macroeconomic policies to foster a more 
stable and conducive environment for 
doing business in the region. Africa’s bright 
outlook for business bodes well for the 
diversification of its economies.
Unfortunately, in my opinion, Africa’s 
business sectors still suffer from the 
illusion that it’s a difficult place to do 
business, because of said rampant 
corruption, wars and famine. This 
misinformed belief has set a lot of 
companies that are just awakening to the 
economic miracle of Africa at a huge 
disadvantage. 
However, to minimize the perceived risk 
and have a better chance in succeeding in 
Africa, multinational corporations and 
investors must actively engage with and 
commit to the continent, by building a 
n e t w o r k  o f  s u p p l i e r s ,  p a r t n e r s ,  
communities, and public and private 
stakeholders.  They also must take 
advantage of the fast growing pan-African 
banks (PABs), as these banks are targeting 
market segments out of the purview of 
typical global banks that have a foothold in 
the region.  PABs are  focusing on 
understanding neighbouring cultures and 
needs, something foreign banks often 
overlook. 
revenues from the continent. India too is 
taking advantage of Africa’s growing 
m i d d l e - c l a s s  a n d  i t s  i n c r e a s i n g  
discretionary income. More than 40 percent 
of India’s Bajaj Boxer revenues come from its 
best-selling motorcycle in the continent. If 
current trends hold, – including growth in 
c o n s u m e r  g o o d s ,  b a n k i n g ,  a n d  
telecommunications among others – the 
consumer sector is set to generate as much 
as USD1.4 trillion in consumer spending by 
2020. Africa’s combined GDP was USD 1.8 
trillion in 2008 and is projected to surpass 
USD2.6 trillion in 2020.
According to McKinsey Global Institute, the 
growth in consumer-related sectors will be 
driven by the rising rates of urbanization, 
with 40 percent of Africans living in urban 
cities, a rate higher than in India and close to 
China’s levels. Also, the number of 
households with disposable income is 
expected to rise by 50 percent in the next 10 
years. These factors offer the opportunity 
for African economies to become more 
diversified, as they adjust to the needs of the 
consumer class. Moreover, the rate of return 
on investment is higher in Africa than in any 
advance d e conomy,  as  a  result  of  
Opportunities beckon 
Participants of young African leaders at a town hall-style meeting with President Barack Obama in the East Room of the White House on August 3, 2010. 
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Regional integration 
In addition, investors must realize that 
Africa is a huge continent, bearing in mind it 
is not a single market. The continent is 
actually a collection of distinct countries. 
Investors must, therefore, be able to analyze, 
prioritize and pre-select their markets, 
focusing on those that best align with their 
investment strategies and competitive 
advantage within their sector. They should 
also pay attention and take advantage of 
growing regional integration promoted by 
good governance efforts and PABs. 
Strengthening regional integration among 
African economies, however, will require 
the harmonization of various technological 
standards and regulations, and reforming 
customs and border controls. These 
measures are critical for bolstering the 
business climate in Africa. Regional 
integration is especially important given the 
small size of most African states and their 
economies.
Africa is without a doubt the final 
frontier, the last sizeable region of the world 
for untapped growth. But, as argued by 
Boston Consulting Group (BCG) report, to 
succeed, companies must bring Africa into 
the boardroom, making sure to create an 
explicit and sizeable ambition for their 
African business. “Success in places like 
China or India will not necessarily translate 
into success in Africa,” says Tenbite Ermias, 
a BCG partner.  In Ermias opinion, 
“companies that figure out how to build 
deep and lasting businesses in Africa will be 
Nestle, for instance, has centralized 
compliance, financial, and human 
resource functions in a shared-service hub 
in Accra, Ghana, in an attempt to reduce 
risks involved in running critical 
functions in multiple locations in sub-
Saharan Africa. Other companies like 
Shell and Chevron have been increasingly 
moving oil and gas production facilities 
offshore in Nigeria, mostly to lessen the 
risk of sabotage, theft, and kidnapping. 
Last month, as the Islamic State of Iraq and 
Syria (ISIS) was getting ready for a last 
stand at Tikrit, it was also expanding into 
Nigeria, as it welcomed the Boko Haram 
group into its "caliphate." 
To be sure, investing in Africa is no 
slam-dunk. Terrorist threats have 
diversified and become more severe in 
recent years, including the most recent 
insurgencies of Boko Haram and ISIS. 
Whole swaths of the continent are still 
ravaged by civil unrest or outright 
warfare, with millions of death in the two 
decades of fighting in Congo alone. But 
despite international headlines, armed 
conflicts and political instability have 
become less frequent occurrences in the 
last decade. While there were 21 successful 
coups on the continent in the 1960s, 18 
took place in the 1980s, and no more than 
five have taken place since the turn of the 
century. Elections have now become the 
norm in Africa, and there are increasingly 
more examples of peaceful transfers of 
power. 
To ensure the continuous rising of its 
economies, African governments must 
undertake concerted measures to build 
economies that work, which generate jobs 
and investment, and provide a future for 
t h e i r  p e o p l e .  P o l i c ym a k e r s  m u s t  
streamline and reduce regulation of the 
private sector and help improve access to 
credit and financing, particularly for the 
r u r a l  p o o r .  I m p r o v e m e n t s  i n  
communications and transportation 
infrastructure, as well as increasing access 
to energy so as to lower business costs and 
facilitate economic activity should be a 
priority. African governments must 
unleash the entrepreneurial spirit of their 
people and avoid policies that stifle the 
energies and ambitions of their citizens.
Marcus Goncalves, PhD, a Financial Nigeria 
Columnist, is International Management 
Consultant, Associate Professor of Management, 
Chair International Business Program, Nichols 
C o l l e g e ,  D u d l e y ,  M A ,  U S A  –  
marcusg@mgcgusa.com,marcus.goncalves 
@nichols.edu.
Conclusion 
handsomely rewarded because the 
barriers to entry remain formidable.”
Therefore, some significant risks remain 
and African countries need to develop 
more reforms to facilitate economic 
activities and greater inflows of FDI and 
private venture capital. The global 
financial and economic crises has revealed 
that Africa is vulnerable to external 
economic shocks, mainly due to its large 
dependency on the export of commodities. 
Many of the continent’s economies, such 
as Nigeria, Angola and Algeria, to name a 
few, have suffered setbacks in economic 
growth owing to the fall in global oil prices. 
But overall, looking at Africa as a whole, 
political stability and governance have in 
general tremendously improved.
Notwithstanding, embed risk is a major 
chal lenge.  Despite  the  enormous 
opportunities, there are also risks, both 
economic and sociopolitical, when doing 
business in Africa. Major economic risks 
can range from weak fiscal and monetary 
policies, to high inflation, volatile 
currencies, high taxes, nationalization 
issues, skills shortages, inadequate 
infrastructure and red tape. As more 
c o m p a n i e s  e n t e r  t h e  c o n t i n e n t ,  
governments assert their influence. But 
social media very often exaggerates the 
n e g a t i ve  i m p a c t .  T h e r e f o r e ,  r i s k  
management becomes a very important 
task.
Risks 
L: Sierra Leonean President Ernest Bai Koroma shakes hands with Chinese President Xi Jinping 
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